INTRODUCTION
The financial sector in the Middle East and North Africa (MENA) economies is generally still in the early stages of development. Capital markets in these countries are neither efficient nor welldeveloped and in many cases are almost nonexistent, whilst their financial sector is still dominated by the banking industry (Turk-Ariss, 2009; Abuzayed et al., 2012) . The banking sector in MENA plays a leading role in these economies by providing funds to private and public investment projects as well as financing government deficits. The banks in the MENA region are also engaged in major economic reforms, as required by the World Trade Organisation (WTO), to which these countries either belong or plan to join.
These reforms are crucial parameters for the performance of national financial systems and national economies in general (Gattoufi et al., 2009 ). During the last three decades, the banking industry in MENA economies has witnessed major developments in its activities, including liberalisation of financial markets in terms of elimination of either capital or ownership barriers, transferring the control of ownership of large shares of the banking sector from government to private, and from domestic to foreign (Turk-Ariss, 2009; Farazi et al., 2011; Hassan et al., 2012) . The increasing role of foreign investors is partly due to The purpose of this paper is to investigate the market concentration, foreign ownership and profitability for commercial banks operating in the MENA economies over the period 1999-2012. This paper uses panel analysis via GMM estimation to examine a large sample of banks for a period that includes the recent global crisis and Arab uprising, marked by political changes and by liberalisation and market transformation. Findings indicate that the SCP hypothesis is not rejected, highlighting that increased market power yields monopoly profits. The fact that the impact of market concentration is positive in MENA economies is vital evidence, at least to a certain extent that bank performance is explained by market concentration. Findings also confirm that there is a positive and significant relationship between profitability and capital adequacy, confirming that regulators and policy makers should ensure banks are well capitalised to guarantee survival and stability for MENA banks. Cost efficiency and bank size have decreased the profitability of banks, and banks with foreign ownership are more profitable and perform better than state banks. Overall, the paper finds evidence of structural reforms and uncovers measures that have led to the improvement of regulation, and the implementation of frameworks which should continue to improve competitiveness within MENA banking sectors. In addition, future policy on the banking sector should take account of intervention to change the market structure and to stimulate competition.
Keywords: Banks, Market Concentration, Capital Structure, Profitability, Regulation, MENA Economies privatised banks which were sold to them, and partly to the entry of new foreign banks 1 . The increase in foreign ownership has led to improvements in the banking efficiency of host countries, and the privatisation of state banks is believed to broaden access to financial services and to increase competition (Lensink & Naaborg, 2007; Lee-Jong, 2002 ). Liberalisation of the banking sector aims to attract new investments and encourage the restructuring of inefficient parts of the banking sector and to improve the financial performance. On the other hand, giving licenses to foreign banks strengthened fears of creating further risks for domestic banks as they would have to significantly increase their investments to become competitive with foreign banks (Unite & Sullivan, 2003; Lee-Jong, 2002) .
The significance of a well-functioning banking sector for the growth and welfare of a country is increasingly important for assessing the impact of market structure and determinants of profitability for MENA banks, including bank-specific variables and macroeconomic variables, in the context of the Structure-Conduct-Performance Hypothesis (SCP). Investigating whether the profitability of MENA banks is due to the market concentration is of great importance for banking regulators; if bank profitability is a function of the industry's structure, then regulatory policy should intervene to change market structure to enhance competition so as to safeguard the soundness of the banking sector and the whole economy. Profitability is the key measure of a bank's success and its ability to survive in the industry and to expand its activities, therefore maximising its shareholders' returns and safeguarding the stability of the whole economy. The first objective of this paper consists of examining whether commercial bank profitability, measured in terms of ROA, ROE and NIM is solely a function of market structure (SCP) as measured by the Herfindahl index (HHI). The second aim is to examine whether bank-level variables lead to better bank performance, by examining the effect of these factors on bank profitability in eleven MENA countries during an extended period that, for the first time, includes the global crisis period. If these factors are significant, then a policy mix that maximises these factors could strengthen the stability of the financial sector and the growth of these countries. If bank size (total assets), for example, significantly affects profitability, then mergers, that naturally result in larger institutions, should be encouraged. If higher Equity to average total assets (EQAS), leads to the enhanced financial performance of banks, then regulators should encourage stricter capital adequacy requirements for MENA banks to safeguard the stability of the financial system.
The importance of this study is fourfold. First, examining whether market structure drives the profitability of MENA banks is crucial both in terms of policy implications to reshape the banking system of these countries and efficiently allocate investment funds from banks, and to develop these economies in the long run. Second, this is the first study to cover a large sample of 11 MENA countries for an extended and recent period (14 years) in the context of SCP, filling a significant gap in research for MENA economies. Third, findings of this paper will help to draw, for the first time, reliable conclusions about how ownership, macroeconomic and firm-specific factors relate to bank performance in the MENA region after the liberalisation and related transformation of their economies, which aimed to improve bank performance and promote competition. Finally, it shows if foreign participants, capital adequacy, bank size, and cost management have any significant policy implications for the banking regulators, international organisations, and other stakeholders.
The paper is organised as follows. Section two is a description of the sample used in the study and of the major developments in the MENA banking sector. Section three reviews banking literature and generates hypotheses that are examined in this study. Section four presents the methodology and model used, while section five introduces the empirical results. The conclusion and policy implication are undertaken in section six.
MENA BANKING SECTOR
Although MENA countries exhibit a number of similarities as a result of social and geographical proximities, these countries present several differences in terms of economic and institutional environments, including the banking industry. Countries in this region vary in size, GDP per capita and financial development. The sample considers 149 commercial banks from 11 countries, namely Bahrain, Oman, Qatar, Saudi Arabia, Kuwait, Lebanon, United Arab Emirates (UAE), Egypt, Jordan, Morocco, and Tunisia. Table 1 presents bank statistics by country, providing the first indication of similarities and differences, in terms of a number of banks and ownership type examined by country. Bahrain  10  7  3  Kuwait  5  5  0  Oman  6  2  4  Qatar  7  6  1  Saudi Arabia  8  8  0  United Arab Emirates  18  15  3  Egypt  23  11  12  Jordan  11  9  2  Lebanon  35  30  5  Morocco  13  9  4  Tunisia  13  7  6  Total  149  109  40   Table 2 reports the descriptive statistics for the sample in MENA economies during the study period (1999) (2000) (2001) (2002) (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) (2011) (2012) . It is evident that the capitalisation of commercial banks differs considerably according to the income level of a country. Whilst average ratio of equity to assets (EQAS) is 11.42, banks that operate in Bahrain, Oman, Saudi Arabia, UAE, Kuwait and Qatar are better capitalised than other banks in other MENA countries. Differences can be justified by regulatory differences and economic developments in these countries. Regarding cost management, it is observed that banks in lowincome MENA economies on average are neither cost efficient (as measured by COST/INCOME ratio) nor developed compared to other MENA economies. These observations can be explained by regulation and, administrative costs, corporate governance and bank employment policies. Banks in Egypt, Tunisia, Morocco, Lebanon, and Jordan reveal the higher cost to income than the MENA average, reflecting that the banking sectors in those markets are not as well developed or efficient in managing costs of operating banks and that regulations need to be reviewed. Furthermore, in terms of market structure and competition, Table 3 presents market concentration levels and trends, proxied by HHI value, during the period of 1999 to 2012. It reveals that some MENA economies can be described as being less concentrated, while others have a high degree of bank market concentration. Banks operate under a medium degree of concentration in two Gulf countries, the UAE and Saudi Arabia, whilst the banking sectors of other Gulf countries, namely Qatar, Bahrain, Oman, and Kuwait are very concentrated, explained by the small size of those economies.
Higher degrees of concentration can be justified by the political systems in those countries which are dominated by royal families. Moreover, the GCC are considered to be oil-rich producers and having relatively recently established banking sectors. Finally, the banking industry in other countries, such as Egypt and Tunisia, is shown to be moderately concentrated, and the banking market in Lebanon could be described as a competitive market. The substantial market structure in the MENA banking market raises the essential concern that banks which operate in concentrated markets are more profitable and gain market power. Therefore, they will be able to charge higher than competitive prices for their banking products, which in turn affect their welfare costs. 
LITERATURE REVIEW AND HYPOTHESES
This paper is interested in examining market concentration and the determinants of MENA banks' profitability in the context of Structure-ConductPerformance (SCP) to obtain evidence whether market structure in MENA plays a role in explaining the financial performance of the banking industry. SCP hypothesis assumes that industry structure affects industry performance (Bain, 1951) , advocating that an increase or decrease in industry concentration may have an impact on a firm's profitability (Goldberg & Rai, 1996) . In the banking industry, this results in non-competitive pricing behaviour of banks with a significant market share (Berger & Hannan, 1989) . In developing countries, both hypotheses were investigated, inter alia, in Taiwan (Tu & Chen, 2000) and Bangladesh (Samad, 2008) , as cited by Al-Muharrami and Al-Matthews (2009). The market concentration was first employed to measure the impact of concentration on performance among banks in the domestic United States market. In this regard, Lloyd-Williams et al. (1994) investigated the applicability of two competing hypotheses, SCP and EH, to assess the structure of the banking industry in Spain using the concentration ratio and market share for each bank to characterise its efficiency over the period 1986-1988. Findings implied that market concentration is found to have a positive impact on the performance of Spanish banks measured by return on assets (ROA), which in turn supports the traditional SCP hypothesis. In the same context, the relationship between market structure and performance of European banks has been investigated by Goldberg and Rai (1996) . As the European banking market is controlled by large banks with branches spread across individual countries, their study concentrates solely on large banks in each country, so that it is doubtful that branches are able to significantly impact prices. Nonetheless, slight support was detected for the SCP hypothesis; hence a simple policy of strict boundaries on cross-border acquisitions and growth is not reasonable.
In respect to MENA economies, Ben Naceur to investigate the influence of bank competition, concentration, regulation and national institutions on individual bank fragility, providing evidence that greater concentration fosters financial fragility and that lower pricing power also induces bank risk exposure after controlling for a variety of macroeconomic, bank-specific, regulatory and institutional factors. According to the above arguments, the relation between a bank's profitability and market concentration could be positive; hence, the first hypothesis to examine SCP can be formulated as follows:
Bank superior profitability in MENA region is due to high market concentration (SCP hypothesis).
However, there is some evidence showing that bank profitability is affected by bank-specific and macroeconomic variables, for instance in EU (see Pasiouras & Kosmidou, 2007) , and in Greece (Kosmidou, 2008; Alexiou & Sofoklis, 2009 ). Regarding bank-specific variables, the relationship between capital adequacy and profitability is explained by signalling theory, which argues that higher capital reveals a positive signal from the management about future firm prospects that affect the market value of a bank (Berger, 1995; TrujilloPonce, 2013 ). In contrast, bankruptcy hypothesis suggests that banks should hold more capital in order to be further away from financial distress especially in a case where bankruptcy costs are high (Berger, 1995) . Whilst, the risk-return theory argues that increasing leverage leads to increased risks and then higher than expected returns indicating a negative relationship between capital and bank performance ( 2017) confirmed that well-capitalised banks are performing better in emerging countries and early transition countries respectively as the overall sector is more robust and they benefit from sound financial management. These arguments suggest a positive relationship between capital adequacy and profitability of MENA banks as follows:
The capital adequacy leads to increase in bank's profitability.
To examine the argument that efficient cost management is seen as a key mechanism to enhance the profitability of banks. In this respect, cost to income ratio is considered to measure the operational efficiency for commercial banks in the MENA countries. Demirguc-Kunt and Huizinga Bejaoui and Bouzarrou (2014) highlighted the importance of operating and administrative costs, especially staff expenses, as overstaffing costs can negatively affect the profitability of banks. Such matters, in particular, MENA countries could be due to cultural and social relationships as state banks still have a large share in the economy and frequently employ more people in order to reduce unemployment rates and ensure political stability. Therefore, this paper expects that there is a negative association between cost management and a bank's profitability:
There is a negative relationship between the cost management and MENA bank's profitability.
In respect to bank size which is measured by total assets, Djalilov and Piesse (2016) argued that size is a key element to explain performance if there are economies or diseconomies of scale. In a number of recent studies, this variable is found to be negatively related to the financial performance of banks specifying that larger banks are likely to generate lower profits when compared to small banks. Obamuyi (2014) and Tan and Floros (2012) suggested that the negative relationship between bank profitability and its size might be associated with more bureaucratic procedures which in turn negatively affect bank performance and profitability. Additionally, Obamuyi (2014) looked at Nigeria as one of the developing economies and stressed that forced mergers and acquisitions in 2006, which resulted in a drop from 89 banks to 24 groups of banks, caused a decline of returns in banks. In such matters, merger decisions should receive more attention and be carefully considered by policymakers and banking regulators to avoid having negative outputs and therefore negatively affecting the financial stability. Trujillo-Ponce (2013) and Obamuyi (2014) suggested that larger and diversified banks are more likely to exhibit poor performance, while smaller banks can be more efficient by reducing asymmetric information issues associated with lending activities. This assertion supports the argument that smaller banks display economies of scale. Also, Chen and Liao (2011) emphasised that the negative coefficient of bank size indicated that larger banks tend to make lower profits, exhibiting diseconomies of scale, whereas smaller banks are likely to gain more profits. Studies in other markets governed by Europe and America verify the existence of economies of scale. Differences can be explained by variations between two banking markets in terms of regulations of banks, qualifications of employees, levels of expertise, economic indicators and concentration level. Based on examined markets, this paper argues that the larger the bank, the larger the number of employees and the more bureaucratic the procedures, leading to negative effects on the bank's performance. The preceding arguments will formulate the fifth hypothesis:
There is a negative relationship between bank size and bank profitability.
In addition to the above discussion, the relation between risk and profitability of banks measured by the loan ratio has been investigated by a number of scholars Trujillo-Ponce, 2013). They reveal a positive and significant relationship to the profitability, indicating that more loans can positively affect the profitability of commercial banks. They clearly show an increase in loans ratio resulting in improving the profitability of banks. Alexiou and Sofoklis (2009) argue that an increase in liquidity (fewer loans) will cause a decline in profitability. Such arguments highlight the trade-off between liquidity and profitability. In this regard, Trujillo-Ponce (2013) document that the larger the bank's loan portfolio is on its balance sheet, the higher is its profitability. However, this thesis tests whether there is a direct relationship between bank risk and profitability as follows:
There is a positive relationship between the loan ratio and bank profitability.
Loan loss reserves to gross loans ratio ( ) is a measure for credit quality and credit allocation (Djalilov & Table 4 lists variables used in this paper. Following previous studies, by Smirlock (1985) and Berger and Hannan (1993) this paper measures bank financial performance by using log of return on average assets (LROA), log of return on average equity (LROE) and log of net interest margin (LNIM). The set of variables that control bank-specific characteristics include: the logarithm of cost-to-income (LCOST); equity to total assets (LEQAS), which measures capital adequacy and capital strength; spending on fixed assets; and (LEXPTEC), the ratio of a bank's loans to customers and short-term funding, loans to assets and Asset size. The cost to income ratio measures efficiency in expenditures management (Pasiouras & Kosmidou, 2007; Kosmidou, 2008) and is expected to have a negative effect on bank performance because efficient banks run their activities at lower cost. To examine economies of scale the log of average total assets (LSIZE) is used, as in Smirlock (1985) , Lloyd-Williams (1994) and Dietrich and Wanzenried (2014) . Liquidity management proxy is a bank's loans divided by deposits and short-term funding (LOFUND) as in Pasiouras and Kosmidou (2007) , Samad (2008) and Obamuyi (2014) . According to Olsen and Zoubi (2011), securities to total assets ratio (SECAST) includes other loans and asset-based sources of income that are expected to have positive or negative signs depending on whether the bank invests beyond optimum levels. Spending on fixed assets (EXPTEC) is our proxy and novelty. Loan-loss provisions to gross loans (LOAREASG) measures exposure to credit risk and it is expected to have a negative association with profitability. The Herfindahl-Hirschman Index (HHI) that is used in the current study as a proxy of market structure is employed by policymakers and regulators in the banking sector and is computed as follows:
DATA AND MODEL

Data
Where MS is a bank's market share in the industry and n denotes the number of firms in the sector. The larger the Herfindahl index the larger the market power.
To account for macroeconomic variables, because they may influence bank operations as suggested by some banking studies (Samad, 2008; Kosmidou, 2008; Sufian, 2012) , inflation (INF) and Gross domestic product growth (GDPGR) are used in this study. To investigate whether ownership influences bank profitability, this study defines a bank as foreign-owned if the absolute majority of shares belongs to the foreign investors are more than 50%. The output of the bank is captured by ROA, ROE, and NIM, while CR denotes the concentration index estimated by HHI.
Model specification
Given the dynamic nature of this study, least squares estimation methods are likely to create biased and inconsistent estimates (Baltagi, 2001 ). Furthermore, microeconomics analyses comparative statistics which, though accurate on equilibrium outcomes is rather weak on the dynamic process (Blaug, 1980). The static theory is regarded as being more abstract than dynamic theory because it does not take into account inter alia lags and sequences (Schumpeter, 1954) .
In addition, a number of explanatory variables are suspected to be endogenous. The more profitable the banks, the more able they are to increase their capital by retaining profits (GarciaHerrero et al., 2009; Dietrich & Wanzenried, 2011). However, causality could also be bidirectional, since a more profitable bank may employ more people and therefore decrease its operational efficiency pointed. Also, unobserved heterogeneity across banks may exist in the MENA region, along with differences in corporate governance which cannot be easily measured, raising the need to address these concerns. This study, therefore, uses Generalised Method of Moments (GMM) estimation following Arellano and Bond (1991) . GMM uses lagged values of the dependent variable in levels and in differences, as well as lagged values of other independent variables that are suspected to suffer from endogeneity, along with controls for unobserved heterogeneity and persistence of the dependent variable. However, to deal with omitted variables the study employs the Wald test to examine the joint hypothesis that the coefficients of the regressors are not individually equal to zero. If the null hypothesis is not rejected, the equation should be re-estimated with only the control variables which were significant in the general regression. Otherwise, a less restrictive hypothesis is tested, while still attempting to decrease the number of non-significant variables to the maximum extent possible.
Such estimations yield consistent estimations of the parameters, and the coefficients obtained by this way are considered to be more reliable as the number of variables is reduced to the minimum (Garcia-Herrero et al., 2009).
To empirically examine the impacts of financial performance determinants, we follow Athanasoglou et al. (2008) 
Where is the profitability measure for MENA banks and −1 is the one-period lagged profitability measured by −1 −1 or one-period lagged for performance measured by −1 . are bankspecific variables, while represents macroeconomic variables and is used to capture country effects, year effects and the ownership dummy variable. A value of denotes the speed of adjustment to equilibrium. A value of between 0 and 1 implies that profitability is persistent, and it will eventually return to the equilibrium level. Values close to 0 indicate a high speed of adjustment and imply a relatively competitive market structure, whereas a value close to 1 implies a less competitive market.
In order to examine bank profitability determinants in the context of SCP hypothesis, the following equations (3, 4 and 5) 
LROA, LROE and LNIM are used as dependent variables to represent profitability measures: LROA is the log of return on total assets; LROE is the log of return on total equity, and LNIM is the log of net interest margin. With regards to independent variables, where is the subscript indicating bank at time , CR indicates market concentration of banking sector and LCOST is the log of cost to income ratio; LEQAS denotes the log of Equity to total assets; LSECAST refers to total securities to total assets; LSIZE is the log of total assets; and LLOFUND denotes loans to deposits and short term funding. LEXPTEC refers to spending on fixed assets; LLOARESG represents the log of loss gross loan reserve to total loans. In respect to macroeconomic variables, LGDPGR is used to denote the real gross domestic product (GDP) growth and LINF is used to represent the real inflation rate. However, to investigate whether ownership influences bank profitability, this study categorises a bank as a stateowned bank (STATE) if the government owns more than 50%, and foreign (FORE) if the foreign investor owns more than 50%. Finally, COUN and YEAR are used to capture country and year effects, respectively.
EMPIRICAL FINDINGS
Estimations of GMM revealed a stable coefficient as the Sargan test indicates no evidence of overidentifying restrictions (see Tables 5, 6 and 7) . Even though the equations imply that negative first-order autocorrelation is evident, this does not mean that estimates are inconsistent (Arrelano & Bond, 1991). However, the highly significant coefficient of lagged profitability measured by ROE and lagged net interest margin (NIM) at 10% and 1% confirms the dynamic character of the model specification for MENA commercial banks. Findings with respect to the market concentration (CR) suggest that increases in market concentration lead to an increase in MENA banks' profitability in some regressions. The sign of the coefficient is positive and significant implying that the structure-conduct-performance (SCP) hypothesis (1) is accepted somehow, stressing that monopoly profit for banks is caused by a concentrated market. The fact that the impact of market concentration is positive in MENA economies is vital evidence and is at least to a certain extent consistent with Demirguc-Kunt and Huizinga (1999) and Dietrich and Wanzenried (2014) . Concentrated markets in MENA should raise a concern for regulators and policymakers about how to stimulate competition to force banks to develop themselves by introducing new banking products and services rather than charging their customers higher fees. Examination of the impact of capital adequacy on financial performance is found to be positive and significant, confirming that banking regulations in MENA are moving forward to ensure that MENA banks depend on higher capital in their capital structure to avoid risks of default and therefore generate higher profitability and growth in the business. Such findings support the current discussion about capital adequacy ratios (e.g. The positive relationship between profitability and capital suggests that banks with superior capital tend to have more opportunities to diversify their business operations by strengthening their ability to assume risks and attract funds at low cost (Berger, 1995; Obamuyi, 2013) . The spending on fixed assets is found to have a positive impact on the profitability of MENA banks, confirming the argument that capital expenditures play a role in increasing banks' profits. It can be justified that foreign ownership and financial deregulations taking place over this period might have forced commercial banks to increase their investments in fixed assets and greater banking techniques. In this matter, Chelo and Manlagnit (2011), Chen and Liao (2011), and Pasiouras and Kosmidou (2007) suggested that foreign bank entry is associated with spillover effects on the banking sector through their ownership-specific advantages and possession of technology, and through increased competition.
However, as predicted, weak cost efficiency (cost/income) in MENA banks is one of the determinants to lower profitability for commercial banks in the region, reporting a negative coefficient and highly significant for all regressions. Such findings are in line with Pasiouras and Kosmidou (2007) , Kosmidou (2008) , Alexiou and Sofoklis (2009), and Trujillo-Ponce (2013). They find that bad cost management is one of the key contributors to decrease profitability for banks. It has been argued that the more efficient the bank, the higher the profitability will be, indicating that banks are considered to be efficient when they control costs of operations and administration, and in that way improve their financial performance (Dietrich & Wanzenried, 2014; Obamuyi, 2013 ; Demirguc-Kunt & Huizinga, 1999; and Bejaoui & Bouzarrou, 2014) . In this respect, it is important to recognise that efficient cost management is crucial to enhance the performance of banks, particularly in regard to operating costs and staff expenses. This study argues that the main cause for such a result is that administrative and personnel expenses are relatively high in the MENA economies due to the low quality of regulation, corruption control and other social and political purposes.
Regarding bank size (SIZE) represented by average total assets, findings confirmed the expectation that a bank's profitability (ROA, ROE and NIM) is negatively and statistically affected by increasing the bank's size for all regressions and therefore hypothesis (4) is supported. The findings advocate that diseconomies of scale indicate that large banks are likely to generate lower profits, which means that an increase in bank size would result in higher levels of marketing, operational and bureaucratic costs. Thus, the scale effect on profitability remains ambiguous (Djalilov & Piesse, 2016) . In other studies, Obamuyi (2013) and Tan and Floros (2012) argue that the negative association could be justified, as banks are becoming extremely large and the bureaucratic procedures would have negatively affected their performance. Likewise, Trujillo-Ponce (2013) stated that larger and more diversified banks tend to perform poorly, suggesting that smaller banks can more efficiently reduce asymmetric information problems related to lending. From this point, banking regulators and policymakers in MENA should pay more attention to merger decisions since they are more likely to be negative than positive. Table 6 . Regression results using GMM (first differences) for bank profitability using ROE as dependent variable , 2011) . Actually, the control of credit quality is still an arguable matter especially in the case of developing economies like MENA. This paper suggests that commercial banks operating in MENA need to show their capabilities to control loss on loans by employing effective recovery and advancing of loans policy because less loss on loans portfolios leads to maintaining higher profitability for banks and stability of the whole financial system. TrujilloPonce (2013), who examined Spanish banks, suggests that this variable is a central factor as profitability decreases significantly and such an occurrence could exist because an increase in the doubtful assets, which do not increase income, entails a bank to allocate a major percentage of its gross margin to provision to cover expected credit losses; hence, profitability will decrease.
Turning to bank ownership, foreign ownership is found to support the argument that banks with foreign ownership are more profitable than domestic banks in MENA economies when ROA is run as a dependent variable, to find some support for hypothesis (7) , which is in line with previous studies (Demirguc-Kunt et al., 1999; Dietrich & Wanzenried, 2014; and Farazi et al., 2011) . Banks with foreign ownership in MENA are more likely to overcome any informational disadvantages relative to domestic banks through superior banking technology and level of development. For macroeconomic variables, the inflation is found to be positively and significantly related to net interest margin. This fact is explained by the theory that banks in inflation periods are more profitable, and that management for those banks seems to anticipate future inflation, and therefore interest rates have been properly adjusted. The effect of GDPGR on bank profitability using ROE is statistically significant and positive, which implies that bank profits in MENA are generated in the growing economic period. Turning to the year effect, it can be observed that 2002 in some regressions has a negative and significant relationship with the profitability of banks due to the collapse in economic activity that arose in developed economies. 
CONCLUSION
The objective of this paper has been to investigate determinants of MENA banks profitability in the context of SCP hypothesis. It examined whether banks that operate in concentrated markets are able to make monopoly profits. It found in some cases that a bank's performance can be better explained by the Structure-Conduct-Performance (SCP) hypothesis that claims that a highly concentrated market leads to collusive behaviour among banks, resulting in superior performance. Also, in the context of this model, this study investigated the impact of bank-specific, industry-specific and macroeconomic factors on the profitability of MENA banks, so that findings can be used by regulators, policymakers and other stakeholders to optimise managerial, human and capital resources, and to enhance viability of and confidence in the financial system.
The policy implications that can be beneficial either for regulators, bank management, shareholders and other stakeholders are as follows: the empirical analysis that investigated the impact of market structure on profitability showed collusive power in some cases of the banking industry which asserts that increased market power yields monopoly profits supporting the SCP hypothesis. Therefore, the high profits were the consequence of higher market concentration and collusion; the providing of financial services would hinder the potential development of the MENA economy. It indicates that higher profits influence the regulatory decision in terms of mergers which can be used by regulators and policymakers to reassess the market structure and performance to decide whether they should intervene to change market structure to stimulate competition and improve quality of banking services and to deter insolvency.
In respect to capital adequacy, findings show that well-capitalised banks (Equity to Assets) are more profitable implying that regulators should ensure that MENA banks are better capitalised in order to generate profit and grow in the sector, withstand potential financial crises and avoid insolvency. A significant finding is also that government policies in MENA should encourage commercial banks to raise their capital to safeguard the stability of the financial system in case of systemic liquidity risks, as well as enabling commercial banks to advance more loans to a market and thus to provide an environment which will accelerate economic growth.
However, bank size in terms of total assets in MENA economies contributed in reducing profitability, suggesting that larger banks were less profitable than small banks (diseconomies of scale). Such a fact is considered to be important to regulators, policymakers, bank managers, and prospective investors in the MENA economies as to highlight that growth in total assets by acquisition or mergers may not be appropriate and effective in this region. The negative impact of size on profitability could be attributed to increased bureaucratic procedures and other factors attributed to an increase in the number of employees, departmental expenditures and appointing of unskilled staff. Regarding the quality of asset allocation, such processes must be enhanced as credit risk is negatively related to profitability. Thus, government and regulators in MENA should promote the development of capital markets to ensure the transparency of banks, and provide for better monitoring of bank activities. This involves training in credit assessment and risk allocation.
In spite of deregulation of banking systems, commercial banks in MENA still have higher costs which result in lower profits. In order for MENA banks to be competitive and more efficient, they should go further in reducing their administrative costs, particularly those of the state banks which tend to be overstaffed. It was also found that some macroeconomic factors, namely GDP growth and inflation, affect profits. GDP growth (GRGDP) had a significant and positive effect on ROA, but also a negative and significant impact on net interest margin. The inflation (inf) was found to have a higher and positive relationship with net interest margin. A possible justification is that in the inflation period, banking industry costs lead to more transactions and commonly to more extensive branch networks, and finally to higher profit revenues showing that during inflation periods banks effectively shift their costs to customers and increase their profits.
Finally, the study found that banks with foreign ownership are more profitable and perform better than state banks. This result can be explained by foreign banks' technological advantages which can be strong enough to overcome any informational disadvantages in lending or by raising funds locally. It could also be argued that foreign banks tend to make lower profits than domestic banks in welldeveloped economies because entering into the market of industrial and well-developed economies is more difficult due to high costs and strong regulations. In addition, foreign banks' technological and efficiency advantages in developed economies can be insignificant, while facing higher informational and reputational disadvantages.
Limitations of this study are associated with the nature of data, as it used secondary data, primarily collected from banks' financial statements; therefore, this kind of data may be subjected to measurement and allocation errors which are common to traditional accounting reports. Furthermore, some financial data were not provided by commercial banks in MENA such as nonperforming loans and number of ATMs. In addition, this study covers only a limited period, 1999-2012, as financial data before this period are unavailable. However, this study only covered these issues for conventional banks operating in MENA economies. Accordingly, it is recommended that future studies go further to investigate Islamic banks in MENA and to identify whether there are differences in productivity, profitability, and revenues when compared to conventional banks. In addition, the period of study can be extended, and future studies can also include a number of other variables which have not yet been investigated. Finally, this study can be further expanded to incorporate a comparison with other emerging markets in order to see whether or not there are important similarities or differences which could prove useful for the banking industry.
